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ROOSEVELT LAUNCHES 


NEW MONETARY POLICY 


Y announcing on October 29 that the Recon- 
struction Finance Corporation is preparing 
to purchase gold on the world market as a means 
of further depreciating the dollar, the adminis- 
tration enters a new and highly dangerous phase 
of its attempt to raise commodity prices by direct 
monetary action. The purpose of this move, as 
stated in President Roosevelt’s radio speech of 
October 22, is to “enable agriculture and industry 
... to give work to the unemployed” and to make 
possible the payment of debts at a price level 
nearer that at which they were incurred. As the 
first step in this direction, the R.F.C. was em- 
powered to purchase gold from domestic produc- 
ers at a price somewhat above that prevailing 
abroad. When this device failed to create the 
desired psychological effect, it was decided to ex- 
tend operations into the world market where 
large-scale purchases of gold are bound to drive 
the dollar below its present level of 66 cents. 
While it is as yet uncertain just how far the gov- 
ernment is prepared to go in its new policy, there 
can be no doubt of its ability to establish the ex- 
ternal value of the dollar at any level it wishes 
' by offering to buy or sell unlimited amounts of 
gold at a given price. Short of this, the govern- 
ment could appreciably but temporarily affect 
dollar exchange by making substantial purchases 
of gold at market rates. 

If vigorously pursued, the effectiveness of this 
course of action in raising prices and stimulating 
business activity can scarcely be questioned. 
There is grave danger, however, that the chal- 
lenge of the depreciating dollar might cause 
repercussions in the international field which 
Would counterbalance any gains in the domestic 
Sphere. In addition to the disadvantages to trade 

resulting from uncertainty regarding the future 
Value of the dollar, foreign nations are faced with 
the prospect of a steady offer of cheap supplies 
from the United States, owing to the depreciation 


of American currency, without a proportionate 
increase in its demand for foreign products. Such 
action on the part of a nation which occupies a 
predominant position in world trade cannot but 
adversely affect conditions in other countries, and 
is certain to lead to reprisals designed to injure 
American trade. Moreover, in view of the fact 
that the United States already possesses over 36 
per cent of the world’s gold supply, substantial 
purchases are likely to drain needed reserves 
from countries still on the gold standard. In 
France this factor, coupled with budgetary diffi- 
culties, has once more aroused apprehension re- 
garding the stability of the franc, and provoked 
widespread criticism of the Roosevelt program 
throughout Europe. The degree to which the ad- 
ministration will be able to avoid the disastrous 
results of a currency war, while at the same time 
reaping the benefits of “reflationary” action, de- 
pends solely on the wisdom and restraint with 
which the new monetary policy is exercised. 
Regarding ultimate policy, the President is at 
least consistent. Once price levels have been re- 
stored, the aim shall be “to establish and main- 
tain a dollar that will not change in its purchas- 
ing and debt paying power during the succeeding 
generation.” This statement has caused consid- 
erable speculation as to the exact monetary sys- 
tem which the President has in mind. Clearly 
there is no intention of restoring the gold stand- 
ard as it has been known in the past, for gold 
fluctuates considerably with respect to other com- 
modities. Of the various devices which have been 
suggested for eliminating price changes, the ad- 
ministration’s plan of controlling prices by gold 
purchases suggests the “compensated dollar” 
originally proposed by Irving Fisher. Under this 
scheme, the amount of gold contained in a dollar 
would be adjusted periodically in accordance with 
changes in the price index. An advance in prices 
would bring a proportionate increase in the 


weight of gold contained in the currency unit, 
and a decline in prices would be offset by a re- 
duction in the gold content of the dollar. The objec- 
tions to this plan are numerous, but like those of 
most currency schemes they apply chiefly to the 
attempt to introduce it in one country alone. To 
most economists, the abandonment of an inter- 
national currency system implies, and to a de- 
gree necessitates, a retreat from international- 
ism in all economic relationships—a policy which 
cannot be followed without lowering living 
standards throughout the world. 
MAXWELL 8S. STEWART. 


The Cabinet Crisis in France 


The resignation on October 24 of the Daladier 
ministry appears destined to inaugurate another 
period of governmental instability in France. 
M. Daladier’s fall after a nine-months’ tenure of 
office seems all the more regrettable since he has 
proven himself an astute and courageous parli- 
amentarian in domestic politics, while his firm 
yet conciliatory foreign policy has been a steady- 
ing influence in the critical European situation. 
His skillful handling of the 1933 budgetary law, 
passed this summer, had induced many to hope 
that he would also overcome the serious obstacles 
to the adoption of next year’s budget. In fram- 
ing measures to meet the prospective deficit of 
7,500,000,000 francs, M. Daladier hoped to win 
the moderates by economies—chiefly at the ex- 
pense of the civil servants—and the socialists by 
certain radical revenue proposals. In the end, 
however, he alienated the support of both. Ona 
proposal to reduce the salaries of government 
employees, the moderate centre and the left wing 
of the socialists combined to defeat the ministry 
by a vote of 329 to 241. 

The new ministry constituted by M. Albert 
Sarraut, a prominent leader of the Radical So- 
cialist party, includes most of the members of the 
defeated ministry. M. Daladier returns to the 
Ministry of War, while MM. Georges Bonnet and 
Joseph Paul-Boncour remain as Ministers of Fi- 
nance and Foreign Affairs respectively. Al- 
though certain leaders of the moderate centre, 
such as Francois Pietri, have been enlisted in 
the cabinet, no members of the conservative 
groups headed by former Prime Minister Tardieu 
have been included. It may therefore be doubted 
whether the new ministry will enjoy a parlia- 
mentary support broad enough to insure it a 
long life. Faced by tax riots on the one hand 
and a threatened strike of civil servants on the 
other, it is confronted at the very outset with a 
serious budgetary crisis. JOUN C. DEWILDE. 
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A Latin-American Peace Treaty 


The visit of the Argentine President, General 
Justo, to Brazil resulted on October 10 in the 
signature of a non-aggression pact and nine ad- 
ditional treaties of lesser importance. Argentina 
and Brazil were joined in these accords by four 
other Latin-American nations—Chile, Mexico, 
Paraguay and Uruguay. The anti-war pact 
condemns wars of aggression and pledges the sig- 
natories, three of whom—Argentina, Brazil and 
Uruguay—have never signed the Briand-Kellogg 
Pact, to settle controversies “only through the 
pacific means established by international law.” 
Formal approval is given to the Stimson doctrine 
of non-recognition of territorial changes effected 
by armed force. In case of violation of the pact 
by any one of the parties, both consultation and 
a mild type of sanctions are envisaged. 

The treaty establishes closer understanding be- 
tween Argentina and Brazil, the two leading 
powers of the southern continent, whose naval 
rivalry was a prominent issue before the San- 
tiago Conference of 1923. Its signature repre- 
sents another advance for the vigorous policy of 
the Argentine Foreign Minister, Dr. Saavedra 
Lamas, which has recently resulted not only in 
the consummation of trade treaties with Great 
Britain, Italy and Chile, but also in the return 
of Argentina to the League on September 25, 
with its subsequent election to the Council. 

Though the new pact may have no immediate 
effect on the Chaco “war,” its signature by Para- 
guay, one of the parties to the conflict, places 
that country on record against wars of aggres- 
sion and the acquisition of territory by force. 
Thus, despite Paraguay’s declaration of a state 
of war on May 10, its legal claim to be acting in 
self-defense is strengthened. The union of the 
other states with Paraguay in the treaty cor- 
respondingly weakens the diplomatic position of 
Bolivia. CHARLES A. THOMSON. 


Mr. McDonald Accepts League Appointment 
To F. P. A. Members: 


I have this week accepted the League of Na- 
tions appointment as High Commissioner for the 
organization on an international basis of assis- 
tance for refugees, Jewish and others, in Ger- 
many. 

With the deepest regret I have to add that this 
new responsibility will necessitate relinquishing 
my administrative duties with the F.P.A. I in- 
tend, however, to continue my active interest in 
the Association and my connection with the 
Board of Directors. JAMES G. McDONALD. 
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